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Report of the Eyderabad State Life Insurance Fund 
the triennium 1348 to 1350 FasK. 


While dealing with the report for the third Valuation 
of the Fund for the period 1348 to 1350 Fasli, it will he 
interesting to take a perspective of the affairs of the Fund 
with regard to various matters of particular importance 
dealt with in the former Valuation reports and also to 
consider the steps taken from time to time to remove the 
discrepancies that were existing at the first Valuation 
and to bring out as accurate'data as could be obtained 
from the records of the Department. 

Before the first Valuation for the period 1322 to 1344 
Fasli, was taken up a temporary establishment consisting 
of 1 Superintendent, 2 Second Grade and 8 Third Grade 
clerks was entertained for a period of one year. The first 
step that was taken in this direction was to revise the 
proposals that were received and also to look into the files 
of such subscribers whose contributions were being 
credited for years, eveiT though proposals were not receiv- 
ed. Out of 38,51 1 proposals that were received from 1322 
to 1344 P., 34,910 proposals were accepted and resulted 
into policies, 1411 proposals were rejected and 2145 pro- 
posals were cancelled, withdrawn or transferred to the 
Provident Fund and the remaining 45 proposals were 
transferred to the following years for disposal. (Vide 
Statement 1 and lA page 10 of the first Valuation 
Report.) 

Through a circular attention of the subscribers was 
drawn to submit proposals in respect of the contributions 
that were being deducted from their salaries after their 
appointments. So far as those subscriber ’were con- 
cerned who submitted proposals in compliance with this 
Circular, (Q^cj^rNpJsi dated 22nd Shehrewar 1347 
Fasli Accou/ifaiit:^S5eral’Sr Office) their proposals were 
dispOaied of in the| manner mentioned above. But in 
respect of those ^uMcribers who did not care to send pro- 
posals the Managing Committee through Resolution 
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Ijo. 14 -dated 9-5-1345^. (ll-2-1934)^-fe^> fiatsuoh 
ii'ubsciiber's "who were contributing re^larly but had not 
I^Wtraeted -for . a policy by submitting proposals and 
’^t^dorgoing medical examination (should be allowed an 
interest at 3| per cent, on their 'contributions accumulat- 
ed to the end of 1344 Fasli provided they allow the amount 
to remain with the Fund till they complete their 55 years 
of age or prior death. This was quite fair for such subs- 
cribers. As for such subscribers who^haire allowed their 
contributions to remain in the Fund at 3^, per cent.- 
interest Es. -82,000 are reserved with interest as at the 
end of 1350 Fasli. . 

With ,a view to furnish correct data on the Valuation 
cards and secondly to p]repare an accurate balance sheet 
for Valuation new policy registers had to be written up 
as the old policy registers could not be relied upon. There 
were cases where more than one, account was opened for 
. the same suleeriber. These double numbers had to be 
verified and rectified before the cards were written up. 
This itself tooh enormous time and a temporar^!^fi as 
before had to he entertained for this work alsd^|. iG«i#^ 
year. ' ' ' ■ ■ ' . ; 

The Valuation cards could then be written up. 
Mr. E S Vaidyanathan was appointed as Consulting 
Actuary to the Fund and a fresh Valuation for the period, 
.1322 to 1344 Fasli was taken up and efitrusted to Mm in 
1345 Fasli. 

The first Valuation ws^ihompleted and with the an- 
nouncement of 2 per cent, simple reversionary bonus the 
following work had to be taken Ui^:-— • 

• 1. Payment of cash bonus to the policy-holders that 
had gone off the |K)oks during the period 132^ to’ 1344 
Fasli either due t^Maturity, death or surrender of poli- 
cies Or their heirs. 1 

. 2. Preparation of bonus certificates for policies that 
were current on that date. • ’ 

This was another stage wl^ a tempqj'ary establish- 
ment had to be entertained airo jliis h PPJ^- ^ office fully 
busy until the second Valuation 1348 FaSli 

was taken up. The ahnouiicement j}f sWilar bohus as 
before was made in 1349 Fasli, and fee respective ^nus 
certificates we?b issued. 
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Gding tKe it Jbount side of the subscribers it was 
realised that the personal accounts of the subscribeijs 
were defective in several aspects. For instance there'^ 
were lists of subscriptions not posted in the personal ac-^ 
couilts of the ^ subscribers ..during several years and 
secondly there were items shown on the records wMeh 
were not credited to the subscribers. It waa not possible 
to revise the personal aecoufits of the subscribers before 
the above two Valuations were taken up. liists were, 
however, ‘'got ready and' the amounts that could be 
reserved in respect of these discrepancies were set apart 
on the Eevenue Recount, and the following reserves were 
created in the Balance Sheet wihen the- first Valuation 
was taken up. .y - ^ j 

Reserve for accumulation amounting to Rs. 86,000 

Reserve for amount pen<fing disposal 1 lac. 

(vide statement ^ page 17 of the first ValtuMdn Report.) 
It was necessary to set apart subscribers to me old Family 
Pension Fund and the Provident Fuhd, and their liability, 
as at 1344 Fasli haying been arrived at, the balance of 
the deposit was treated as the ?sset of the Insarance 
Fund. A/Revenue Account was prepared with the above- 
mentioned Reserves for the purpose of the first Valuation 
of the Fund. ; . * , 

The Managing Committee a<^orded sanction to intro- 
duce loose-leaf ledger system in place of the existing un- 
wieldy registers. Also another set uf Valuation cards 
hadio be prepared. A temporary es1:ablishment consist- 
ing of 1 Superintendent, 2 Second Grade and 11 Third 
Grade clerks was appointed im 1351) F. after the second 
Valuation was over for thiApuipose for a jfejiod of 16 
mbnthe. The^personal accounts bf the subscribers that 
are current on the books were then scrutinised complete!^ 
and Io(MlSe-leaf sheets in respect of these subscribers were 
prepared by this staff; WiSi the scrutiny of the personal 
accounts of the subscriber^ t^e reserves that have been 
made with regard to amounts unposte?p;;to subscribers 
have been c^xully ex^iiae($ ' T^e pi^esen^ Revenue 
Account will "^^Ci^^^lwtrthese hu^^ 't^^ have very 
nearly Jbeen ehmipated arid during the neit few months 
the amount that is he%ag earned fomyaM now will eitW 
be returned or be absorbed iri tie per^nai accounts 
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of the subeeritos 

Zb been biyught under J? Wnatlm 

til -0 ^ 0 W p - ? ^ will b 6 intBr-coimoctBd iii 



aM aiVtaSd np the in- 
S and onSSg bustaese in such a manner that the 

systm CTdve^ll te h^ul^^«P'“8 ® ^ 

Z a EevenI M 

and a Balance Sheet on a proper form this time and e^ 
“i"^anent natuf 

Bie steel ajmirahs and loose-leaf bmders Have oeen 
capitalised. 

It is interesting to note that the policy-Mtes have 
maintained their earnestness for the increase in tne 
^iSarv contribution to the Fund and considenpg the 
SfSdton maintained by the Fund as revealed m 
the previous Valuation reports it has now been possible to 
rmo^the maximum limit of Ks. 75 P-m. towar^ in- 
dividual contributions once for all and as advised by the 
Consulting Actuary subscribers are allowed to contrioute 
to any extent towards the voluntary contribution to In- 
surance Fund provided, of course, th^ 

. 1 1 ■f-'Uo-t- ii-w+Q-nf T?nlA 9,1 of the Hvderabau 



State Life insurance runu regaiuing wic - 

of premium has therefore been deleted. Besidp, the 
Government is pleased to bring into force a Family Fen- 

tTrliarpiirf if. IS tirowdscl tllB GoVOmUlBIlt 



employees snonia m compeuea to cunw^iuuuc w 

of 6 percent, of their salaries to which a 2 per cent, con- 
tribution will be added by the Government as a free gift, 
which wiU in aU make up a 8 per cent, contribution for a 
Whole Life Policy which together with the accrued bonus 
thereon will be payable to the heirs of the deceased 

rtc* n r«»ir\r»f*hW •nOMi.QIAn fllA WldUlP^ 



peijMis ilntil the period 

fixed by the policy-holders. J 

The second alteration made in the Rules relates to the 
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introduction of the system of paid-up policies. An ad- 
dition has thus been made to Eule 22 by biin^g in Rul« 
22 (c?) where a policy-holder having retired is given the 
option either to continue his contnbutions up to maturity, 
to surrender his policy or to take a paid-up policg?-. Sp«ji- 
al facilities haf e been given to the military employees by 
providing a new Endowment Table maturing at age* 50 
for commissioned officers of the Military Dej^rtment, and 
by allowing them to transfer their old policies under the 
new table by payment of extra premiums. Secondly, Pro- 
vident Fund bearing interest has been reinstated for non- 
commissioned and sub-commissioned officers of the Mili- 
tary Department with the option to join Insurance Fund 
voluntarily. Further alterations and amen(|ments in the 
Rules have been sanctioned by the Finance D^artment 
and the Managing Committee, and these have now been 
submitted for the sanction of the Government. 

New Business . — ^The following figure relate to the 
business receiv^ during, three years under report and as 
compared with 10,85,328 in 1345 Fasli, 13,21,118 in 
1346 F. and 15,46,652 in 1347 Fasli, the ':^e for 1348 
Fasli has been a record. 


Year, 

1348 F. 

1349 F. 

1350 F. 


Proposals 

received. 

2696 
. . 2249 

. . 2387 


Policies. 

issued. 

2546 

2100 

2012 


Annual Sum 
Premium. Assured. 

88,536 18,97,793 

74,628 16,01,722 

73,332 15,56,362 


With the closing of the voluntary policies for military 
employees during the period of war, there was a sudden 
fall in the business in 1349 F. In keeping with the pro- 
cedure of the insurance companies the following amend- 
ment to Rule 30 Hyderabad State Life Insurance Fund 
with regard to the employees in the military service has 
now been made: — 


“Voluntary policies shall be issued to military 
men during thepresent war subject to the following con- 
ditions: — “ 

If the d€a& of the sul^criber shall occur either 
ffirectly or indirectlytfrom any war (whether war be de- 
clared or not) the amount payaWe under a, policy shall be 
Mmited to a sum being either (a) the total amount of pre- 



6 


IniiiTTis exclusive of extra premiums, (&) surrender value 
(u) or (5) whichever shall be greater. 

The voluntary policies which wiU be 
officers in Civil Department as may 
for the war, will be treat^ under the above Rule. 

~'~'CMms.—Th.e following amounts were disbursed in 
respect of claims during the period:— 

Year. Maturity. Death. S.V. &?.¥. 

1348 .. 2,83,079-5-7 1,83,376-4-3 

1349 .. 2,50,364-1-8 ' 1,81,119-6-6 31,013-14-2 

1350 . . 3,01,943-3-5 1,82,923-2-4 22?664- 9-8 

me of Roims.— The Consulting Actua^ in hi^s r^ 
porf'dated 2nd January 1940 recommended that a 
at the rate of 2 per cent, per annum and an interim bonus 
at the same rate be declared. The 
pleased to sanction the above recommendatiom A state- 
ment showing the bonus disbursed durmg the tnemnium 
under report is attached. 

Imestmmts.—The amount invested duiing three 
years 1348, 1349 and 1350 Fa^i under _re^ are 
Rs. 3,45,078, 4,93.847 and 5,19,656 respectively. 


Rate of merest-— The rate of interest on the balance 
of the.Insurance Fund in the Government Treasury has 
been maintained ^at^'n per cent, per annum since 42 K 
when it was reduced from 5 per cent, to 4^ per cent, and 
then to 4 per cent. Thus the Fund has been earning 
interest at the rate of 4 per cent, per annum on the 
balances in the Government Treasury since 1342 hasli. 
The following interest was received during the three 
years on investments including the interest on 6 
per cent. Government Promissory Notes amounting to 
Rs. 8,00,700: 


<4 


1348 F. . . Rs. 4,39,040 

‘ 1349 F. . . Rs. 4,52,009 

1350 F. ‘.i^s. 4^1,515 

Expenses.— Smce 1347 Fasli the Fund has borne'all 
the expenses excluding pensions, while before 1347 Fasli 
the Government used to bear all th6 expenses except the 
salary of the Officer-in^Ch^ge of the Department and the 
temporary establishment fliat was entertained from 
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time to time from 1341 P. to 1347 P. for the purpose of. 
the overhaul of the offks, the pajunent of bonuses, and the 
distribution of bonus certificates. 

Bate of Eaypenses . — ^The proportion of total Manage- 
ment Expenses incurred to total Premium Income during 
the last triennium including the expenses borne by the 
Government was 9.43 per cent. While during the current 
triehnjum the total expenses excluding pensions were 
borne by the Fund, and the proportion arrived af is 9.22 
per cent. Thi^fncludes the expenses incurred in connec- 
tion with temporary es^blishment engaged during this 
period. If, such of the temporary establishment that was 
engaged for purposes of overhaul of the office is excluded 
as this will not be repeated in future the proportion of 
expanses in future should not exceed 9 per cent. The 
proportion of salaries to the premium income d.uring the 
current triennium is 6.85 as compared with 6.67 for the 
last triennium and this includes the temporary establish- 
ment dealt with above. 

Our thanks are due to Dr. V. R. Gorakshaker, B.A., 
M.B., Ch. B. (Edim), the Chief Medical Officer of the 
Fund for his continued co-operation and to Mr. L. S. 
Vaidyanathan, m.a., f.i.a., Consulting Actuary for his 
technical advice from time to %ne and also for his co- 
operation and interest in the working of the Depart- 
ment, particularly, with regard to the revised rules and 
the new schemes submitted. 




HYDERABAD STATE LIFE INSDBANCE FUND. 
Mwmm Ammtfm the irimnium ending ^•12-*1350 Farli 
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' '' eISESAMSTATEI® 


1 

Eeceiks 

’ Payiwts 

Excess of receipts 
overpaiments 

Closing Balance 

j 

StaAg Bwdw 

Subscriptions j 

Interest 

Total 

Claims 

Expenses | 

Total i 

^ — 

■ 1,OWOOU 1 

8,04^! 8 5 

4,89^ 0 6 

12,4!A47 3 5 

8A059 15 2 

73,209 716 

8,98,269 7 0 

MS, 078 1 S 

^1,07,74,978 12 6 

, l,W,MB e 

8,58,728 2 2 516 

1,52,009 0 0 

18,10,787 235|6 

7,27,578 9 l' 

89,812 4118|6 

8,16,890 14 8|6 

^,840' 4 22)6 

1,12,68,826 0 8 2)6 


' 9,04,440 4 8} 

4,71,515 0^0 

13,75,955 4 8{ 

7,77,765 6 5 

78,533 9 5 

8,56^98 1416 

|19,658 5 101)6 

1, _ 

1^8,481 6 6 8)6 

, 1,04^9,90(111 1 

25,87,475 15 4 

13,62,564 0 0 

89A039,15 4 

29,86,4il3 8 

2,41,055 62816 

25,71,459 8 1(18|6 

'P,5!01158)6 

1,17,88,481 6 6 8)6 

1 ' 




IX 


hyderabab state life insurance euni^ 

4bstraa of Int^est earned and Investments made 
duHng tfie triennium 1348 to 1350 F, 


Year 

Interest earned 

Total Investments 

1848 F. 

4,39,040 0 0 

3,45,078 6- 0 

1349 F. 

4,52,009 0 0 

4,93,847 0 0 

1850 F. ‘ 

4,71,515 0 0 

5,19,656 0 0 


13,62,564 0 0 

# 

13,58,581 0 0 









8M,Umefkt showing Bowm MshumeU during ^ ^btimtdmn 1848 ta 18S0 WasU, 
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ACTUAEY’S report. 

i ts 

”>vnbciy, 22M Aus^ 1942.- 


From 


L. S. VAIDYANATHAN, ESq., P4.a., 

* Consulting Actuariv Oriental Life Omcss, 

BOMBAY.. 


To 

The members OP THE MANAGING • , 

COMMiffEI 
Hymkabad State Life Insurance Fend, 
H.E.H, the Nizamis Goverwi^t, 

HydercihiJiji'DeoGm. 


GENTOIMEN, 

I 

I have conducted an actuarial investigation into the 
affairs of the Hyderalmd State Life Insurance Fund as 
at 30th Aban 1350 Fash and have the honour to ^t forth 

below the results thereof . ^ 

Mortality Investigattam. 

' As on the previous occasions, I have made an investi- 
gation into the mortality experienced by the memtem of 
the Fund during the tiree years covered by the period 
under report. The mortality of Muslims and Hindus 
was investigated separately and the results thereof are 


14 



15 


S6t out in tabular form borGundon— 

Table L 

Muslim Males. 




■ • 

EXPECTED DEATHS BY 

Age Group 

Exposed 
to risk 

Actual 

Deaths 

OM(5) Table With 

A BATING UP OF 

Oriental’s 

1925-35 




1 year 

5 years 

Ultimate 

Experience 

— 25 

1,309 

7 

9.0 

9.6 

5.6 

26 — 30 

5,043 

29 

87.3 

40.6 

22,8 

31—35 

8,140 

38 

66.6 

74.7 

41.7 

36—40 

8,943 

75 

85.0 

99.0 

60.2 

41 — 45 

7,740 

85 

88.6 

107.8 

76.2 

46—50 

6,098 

98 

88.9 

111.5 

1 

93.7 

51—55 

2,880 

75 

54.3 

70.2 

66.7 

Totel .. 

40,153 

407 

429.7 

512.9 

j 

366.9 

Actual Deaths 1 





Expected Deaths J 


93% 

79% 

111% 
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Table IL 
Hindu Moles. 


EXPECTED DEATHS BY 


0M(5) Table with 

Aee Group Exposed Actual a rating up op Oriental’s 

to risk Deaths ^ 1925-35 

~ Ultimate 
1 year 5 years Experience 


26— -30 


ai— 35 

^6— 40 
41—45 


46—50 


51—55 


Total 


> 17,439 215 188.3 


225.7 


162.4 


Deaths j 

Expected Deaths J 

* 

(i) -Taking first the mortality of Mus- 

lims, it will he seen that the percentage of actual deaths 
to deaths expected on the basis of the 0 M(5) Table with 
a rating up of one year, the same Table with a rating up 
of 5 years, and the Oriental’s mortality 'experience for 
the period 1925 — ^35, were 95 pe*r cent., 79 per cent., and 
111 per cent., respectively. |[he corresponding figures 
for the period covering the lasFRe:^rt were 91 per cent, 
77 per cent, and 110 per cent This shows that the mor- 
tality of Muslims during the trieflniipn under consider- 
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jtion slightly deteriorated, Sut it has to’be remeittber- 

fi Vialuation period the corresponding 

^ per cent, while 

the third figure was not then available, afthe Oriel's 

SSSS "“S-SS M »1 

mortality is investigated over 
£f rtp W three years. The observltion made 

in the ^t Eeport that on the whole the mortahtv exneri- 
^ced by the assured lives in Hyderabad sSKsS- 

^perienced by the assured lives 

(n) Hindm. — ^TaMng the mortalitv of the Hindu 
lives assured, the actual deaths during &e 
under consideration were 114 per cent 95 ner c^t^S 
of those eiqieeted according to the 0 M(ff) 

^ yoara, and the Onental’a mortalitv exneri- 

ration .1925-^5. respeetiraly SX" 

vation made above in connection with the mortalitv nf 

^udor consideration ha^ * t ^ here, as the triennium 
SmZfi a .somewhat deterior- 


sueh aa to ™ are not 

tv i? one would leave the reserves, so far^as mortal^ 
ty is concerned, on the side of safety. , mortali- 

Ra.te op Interest. ^ 

« SSTiK'i S."K?Si2: 

stotog to the credit of the Life AsXaiS ^nd 
adopted,. ^ on the last twl occ4w sTSr «nt i^Z 
late of interest in the Valnatinn 

per cent, margin between the earned ratf and^fh?v 1 ^ 

ation rate, so that ‘ sumln^ ’ 7 

interest may be releas^ * aceable -to the source of 
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Rate op Expense. 

The amount debited to Management Expenses during 
the triennium under report is Rs. 2,33,272-9-7 against 
the premium income of Rs. 25,46,704-11-3, giving an ex- 
pense ratio of 9.2 per cent, to the premium income. The 
corresponding expense ratio for the last triennium was 
4*7 per-cent., as all the expenses Excluding the salary of 
the Officer-in-Charge and the temporary establishment 
were borne by Government till the end of 1346 Fasli. 
The expense ratio for the last triennium would have 
been 9.4 per cent, if all the expenses had been borne by 
the Fund. It will thus be seen that the expense ratio has 
in effect been slightly reduced during the triennium under 
consideration to 9.2 per cent, from 9.4 per cent, applicable 
to the previous one. The Department expects that the 
e^ense ratio will not exceed 9 per cent, in the future. I 
have, however, as on the last occasion, reserved 25 per 
cent., as loading margin in the Valuation to provide for 
Surplus being released tmceable to the third important 
source. Loading. 

Results op the Valuation. 


The results of the Valuation are set out hereunder: — 


Table III. 

Number of Lives Assured 
Total Sums Assured . . 

Total Existing Bonus 
Total Annual Premiums receivable 
Value of Sums Assured 
Value of Existing Bonus 
Value of Annual Premiums 

Value of 75 per cent, of Annual Premiums 
being net premiums valued • . 

Net Liability being Value of Sdms Assured 
plus Amount required to eliminate 
negative reserves and Provision for 
immediate payment of Claims less 
/ Value of Net Premiums 


Rs. 

20,109 

2,14,07,049 

33,96,691 

9,05,714 

1,36,85,220 

24,99,794 

89,69,473 

67,27,105 


94,48,087 
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Table IV. 

Valuatim BcMnce Sheet 


Rs. 

Rs. 

To Net Liability 
under Life As- 

By Life Assurance 

suranee Con- 

Fund after meet- 

tracts, as shown 

ing the Liabili- 

in Table III 

ties with respect 

above . . 94,48,087 

to other funds 

To Surplus . . 14,47,212 

.. 1,08,95,299 

^ Total . . 1,08,95,299 

.. 1,08,95,299 


Although the funds on the Valuation date show a 
total of as much as Rs. 1,17,95,299 an amount equal to 
Rs. 9,00,000 of the aboye has to be reserved for the liabi- 
lities incurred by the ^’und under certain heads, and the 
balance to the credit of the Life Assurance Fund whidi 
can be brought in the Valuation Balance Sheet is only 
Rs. 1,08,95,299. 

In arriving at the tx)tal Surplus disclosed as a result 
of the operations of the Fund during the triennium under 
consideration, have to add to the figure of 
Rs: 14,47,212' shown in Table IV the two sums of 
Rs. 2^,968 and Rs. 16,533, making up Rs. 42,501 in all, 
v/hich represent interim bonuses paid on policies that 
became claims by maturity and by death respectively 
during the triennial period. Adding this amount of 
JRs. 42,501 to the Surplus as shown in Table TV, we arrive 
at the total figure of profit for the triennium of 
Rs. 14,89,713. “■ The amount, bowwer, available for dis- 
tribution amongst policy-holders whose contracts were 
current ’as on the date of Valuation, viz., 30th A|)an 1350 
Fasli, is only the sum of Rs. 14,47,212 as the interi m 
bonuses have already been paid. 

In providing for the fiability with respect to business 
current on the Valuation date, a new^tem called “Im- 
mediate Payment of Claims ” has been provided for on 
this occasion, and this requires a little explanation. The 
Valuation formula aSfepted for arriving at the liability 
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of the Fund to policy-holders assumes tliat, after a claim 
arises fey the death of a policgr-hoider a period of about 
six months on the average would elapse before the clhim 
is settled. This, of course, is too long af period between 
-ttie date of death and settlement and it is recognised that 
unless allowance is made for the payment of the claim by 
death earlier than six months, the liability arrived at 
would be understated. In the New Insurance Act, 1988, 
this has been recognised and the Actuary is definitely 
asked to state what provision he has made for this aspect, 
thereby enjoining on him indirectly the necessity for 
making a provision tinder this head Even before the 
passing of this Act, althou^ np specific instruction was 
given to the Actuary to provide for the liability imder 
this head, yet it was assumed that he, on the Basis of the 
general strength of the Valuation, would decide whether 
this liability has to be specifically pinvided for, or whe- 
ther tl^e strength of the Valuation is such as to include 
fiability under this head indirectly in the reserves 
brou^t out. So, far as the Hyderabad State Life In- 
surance Fund is concerned, I have thought it best to pro- 
vide on this occasion a reserve under this head which 
amounts to Rs. 40,178 and which allows for payment of 
claims by death at the end of four months on the average 
after death arises instead of at the end of six months 
assumed by the Valuation formula. I realise that in the 
case of a fund of the type of the Hyderabad State Ltfe 
Jasurance Fund, where there would be no cpmplications 
with regard to the proof of death, submission of title, etc., 
as in the case of a private company, and where the lives 
assured have further ties vsdth Government than merely 
through the medium of policies, claims would be settled 
sooner than even four months but the stringency of 
Valuation adopted in other directions iasuch as to allow 
for this additional liability at least on this occasion. 

Recommendations POE Degl^ation op BoNua 

^ J^ explainM above, the balance of Surplus available 
for distribution is Rs. 14,47,212. The cost of a simple 
reyer^dhmy tenus of 2 per cehi;, per annum for the trien- 
nium is Rs. 7,50,596. If, however, the simple reversion- 
is reduced to 1^75 per cent., the cost would te 
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In this connection, I would Ijke to make a few obser- 
vations as regards the r^te of bonus- to be declared - In 
connection with the last two Valuations, I recomm^ed 
a bonus of 2 per cent, per annum being declared, as liie 
Fund had the advantage of the high rate of interest grad- 
eusty allowed by H.E.H. the Nizam’s Government not only 
on the Life Assurance Fund but also on the bonuses with- 
Md from distribution which accrued from time to time 
till they were first distributed as a result of the Valu- 
ation conducted by me as at 00th Aban 1344 FaslL I 
think the time has now arrived when the lives assured 
should be asked to focus more attention on the |m>tection 
provided by the sum assured than by pinning too miwi 
faith on the bonuses. It mmht be within the knowleifee 
of the Managing Committe^at, as a result of. the abnor- 
mal conditions through which the entire woild is passing 
almost all the companies in Great Britain, as a measu^ 
of prudence, have voluntarily passed bonus, declaring 
only interim bonus with respect to policies that b^me , 
claims by death or by maturity, although surpluses have 
been disclosed as a.result of periodical Valuations. eW 
in India, a strong move has been set on foot in which the 
O^tral Government also has evinced interest to induce 
Life Assurance Companies to conserve their resources and 
pass the bonus during the period of the War and for at 
least one year thereafter as a measure of precaution. 

' I therefore fespectfully submit for the consideration 
of the ■R^na^g Committee to ke^ at the back of their 
minds the feelmgs rs regards^ declaration of bonus that 

of those responsible for the conduct 
m the affairs of Life Assurance Companies both in Great 
Britain and in India in arriving at the rate of bonus to be 
d^IareA I am conscious that the conditions that obtain . 
with respect to private insurance companies, whose main 
^oblem IS that of investment, do not obtain so far as the 
Hyderabad State Life Insurance Fund is concerned, as 
^vemnient have taken over the entire responsibility for 
inv^tment ^d 4 per cent, interest on the balances ’ 
to the credit of the Funtkfrom time to time. But witii 
gs^t to other matters particularly mortality, the 
Hyderabad State Life-Insurance is on aU fours with 
other funds and this is also a point for the Mana^irf 
Committee to bear in riSud, especially as the, result of * 

lA* 
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Mortality Investigation during the triennium under con- 
sideration indicates that mortality has practically stabilis- 
ed itself at something like 118 per cent, of the mortality 
experienced by the lives assured with the Oriental for the 
d^de 1925-85, taking both the communities together. 
This is slightly higher than the mortality experienced by 
the general class of lives assured at least with the Orient- 
al and may probably be due to the strict selection enfor- 
ced by this Company when lives are accepted for assur- 
ance. Such a strict selection is, however, not necess^ 
where people in a particular service are compulsorily in- 
sured, but all the same the fact is there that under the 
head of mortality the Hyderabad State Life Insurance 
Fund has not the same large advantage as it has on the 
side of a steady and undiminished interest income with- 
out any risk of depreciation of capital. Taking all fac- 
tors into aecbunt, I am of the opinion that it would be ad- 
visable to take a somewhat cautious view of the future. 

I shall now look at the whole question of taus dis- 
tribution from another angle with a view to finding out 
the actual bonus earning capacity of the Fund on the 
basis of the interest income, loadings contained in the 
office premiums an4 mortality. There is a margin of | 
per cent, between tne actual rate of interest allowed by 
H.E.H. the Nizam’s Government and the Valuation rate 
and this would provide a bonus of about | per cent, per 
annum. Under the head of Mortality, generally speak- 
ing, in the case of Endowment Assurance maturing at 
age 55, there would be very little profit to loolt for, and 
in the ease of Hyderabad State Life Insurance Fund 
which, as observed above, experiences ^lightly higher 
mortality tlian that to which the lives assured with the 
Oriental are at any rate subject, it will be sorafewhat less 
and I do not think the bonus traceable to the source of 
mortality would be more than J per cent. Under the head 
of Loading, whereas the Valuation reserves 25 per cent, 
of the premiums, the actual expenses are in the region of 
10 per cent, and this would provide a bonus of about J 
per cent. Taking all thq faetors together, the actual 
bonus earning capacity of the Fund is o'nly about 1| per 
^#ee!nt. and this, it will he found, would be the bonus fhe 
Fmid could afford to distribute from Valuation to Valu- 
ation after the Fund has reachgd'a stationary condition. 
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i.e,, when the time has arrived when the advantages that 
accrued in the past due to withholding of bonuses which 
have earned high rates of interest munificently allowed 
by Government have been exhausted. My own viei^, 
therefore, is that we commence from now to face the real 
facts and declare only as much'- bonus as the Fund is 
capable of earning and would continue to earn. If this 
recommendation is adopted, it would mean that we should 
declare a bonus of 1.5 per cent, only per annum absorb- 
ing Es. 5,62,949 of the surplus available for distribution, 
leaving Rs. 8,84,263 to be carried forward which will be 
a sort of buffer protecting the Fund against any adverse 
‘experiences. If, on the other hand, it is decided by the 
Managing Committee to slowly step down the bonus to 
the ultimate figure of 1.5 per cent, and declare bn this 
occasion 1.75 per cent, the cost of this bonus would be 
Rs. 6,56,779 and there would be Rs. 7,90,433 to be carried 
forward. If a S b^r cent, per annum simple reversiofiary 
bonus is declared, costing Rs. 7,50,596 the carry forward 

_'7 

I have gone into the question of bonus declaration at 
great length so as to enable the Managing Committee to 
arrive at a decision with regard to the rate of bonus to be 
declared bearing in mind the point I have stressed herein. 
I have, however, indicated my strong preference for 1.5 
per cent, per annum or 1.75 per cent, per annum on this 
occasion. . ' 

I also recommend that interim bonus at the same rate 
as the bonus that would be finally decided ujwn by the 
Managing Committee be allowed on all policies that go 
off the books by death or by maturity between 1-1-1850 
Fasli and the next Valuation date, m., 30th Aban 1353 
Fasli, except that if in spite of what has been detailed 
above the Managing Committee decide on declaring 2 
per cent, simple reversionary bonus on this occasion also, 
the interim bonus rniay, at any rate, be fixed at not more 
than 1.75 per cent. 

I cannot close this report without recording my ap- 
preciation of the great accuracy that has characterisM 
the data that were supplied to me in connection with the 
Valuation which has b^ proOTessfvely improving from 
Iriennium to triennium dlring%e three oceassions I have 
7 
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been associated with fiie Fund and no small credit is due 
to the Offimr-in-Charge and his assistants for maintain- 
ing the records relating to the Fund on the lin^'conyeyed 
to him both personally during my periodical visits to 
Hyderabad and by correspondence. 

I have once again to offer my sincere thanks to the 
Ooyemipeht of H.E.H. the Nizam for having done me 
the honour of entrusting this Vali^^tion to me.. 


I beg to remain, 
r Gentlemen, 

Your most obedient servant, - 

(Sd.y L. a VAIDT^ANATHAN, 

. Consulting Actuary. 



Hydembod-Deocan, dated -IZiid October 1542. 

fudM 

K S. tAIDYAl^ATHAN, M.A., P.1.4, 

CoTmdtinff Actm^. 
fo 

The OPFICER-IK-CHARGfc, 

HYDawBAB State Life iNsuRANf® Fund, 

HyderabadrDeccan. 


DeaeSir, 

4 My E^po in Miinection with the Valuation of the 
Hyderabad State Life Insurance Fund as at 30th Aban 
1350 Fasli, has set forth in detail my reronimendations 
as regards the reduction of bonus from 2 per cent, to 1 ^ 
per Cent. Since the writing of the above Report ! have 
%d the advantage of an interview with the Hon*ble the 
Finance Member this morning at which you were present 
vdiea he stated that the Government has made up its 
mind to allow only 3| per cent, interest on*^the balances 
standing to the credit of the Fund thereby reducing the 
rate of interest allowed by GovemmdSt by | per cent. 
Bearing in mind that the rates of premiums under which 
the Fund is functioning have been calculate^! on 3^ per 
cent, interest basis, it would be- evident that the cliief 
so^e of Bonus^ viz., that provided by what is called in- 
tent margin would be entirely eliminated. With there- 
fore the existing rates of premium the Fund can, only 
look to bonus traceable to loa(Hng (saving in eaiifpenditure) 
and that due to favourable mortality. The latter howl 
ever on thO^basis of the experience of the Fund just analy- 
sed could not he entirely depended %pon. I, therefor^- 
recommend that the rate of bonus declared on this op^ 
casiOh be reduced to 1 per cent. To be able to m ainta m 
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even this rate of bonus the rates of premiums m new en- 
• trants will have to be recalculated, on 3 per cent, or at 
the most 3 J per cent, basis. I hope you would take im- 
mediate steps to have the rates of premium recalculated 
either on 3 per cent, or 3^ per cent, interest basis after 
ascertaining the wishes of the Managing Committee and 
make the new rates of premium applicable to new em 
trants commencing from as early a date as possible. The 
new rates of premium will continue in operation so long 
as the Government of H.E.H. the Nizam are pleased to 
allow 3| per cent, interest on the balances standing to 
the credit of the Fund. 


Yours faithfully, 

(Sd.) L. S. VAIDYANATHAN. 


■Gci*— 1 sr-i-a-sa— . 500 . 








